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As “golden handcuffs”, the equity incentive system has easen the contradiction 
between managers and owners to a certain extent and established a long-term 
incentive mechanism for executives. But if equity incentive is implemented 
improperly, it may trigger earnings management of the managers, thus the 
principal-agent system and executive compensation contract will become invalid. 
 There is no lack of studies about the relationship between equity incentives and 
earnings management at home and abroad, but most of these researches only analyzed 
the relationship from empirical perspective and only studied traditional means of 
earnings management, in addition, the existing researches did not study managers’ 
earnings management in different stages of equity incentives. 
Based on this, this paper mainly studies the relationship between earnings 
management and executive stock options, which is the most common one in equity 
incentives, besides, capitalizing of common reserves and profit distribution policy like 
high stock dividends are also included in means of earnings management. This paper 
argues that executive stock options will incentive managers’ earnings management, 
and proves that earnings management exists in different stages of executive stock 
options via specific case analysis. Furthermore, to make the principal-agent 
relationship and executive compensation contract more effectively, so as to promote 
the healthy development of capital market in China, proposals are made for regulators 
to strengthen the specification of equity incentive system, to improve accounting 
standards, and for listed companies to perfect the equity incentive plans. 
The paper consists of three parts: firstly, studies on the relationship between 
executive stock options and earnings management are reviewed, then elaborates 
relevant theories, laws and regulations, laying a theoretical foundation for later 
analysis. Secondly, conclusion of this paper is drawn, i.e., equity incentives induce 
earnings management, in addition, earnings management exists in three important 
stages of executive stock options, which are the design stages, the waiting period and 
the exercise stage, and prove this via three specific cases. Finally, this paper 
reconsiders the equity incentive system and proposes some suggestions. 
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①
 2005 年的《管理办法》规定激励对象能够包含监事，但为了保持其独立性，证监会在 2008 年颁布
的《股权激励有关事项备忘录 2 号》中将上市公司的监事从激励对象中剔除了。 
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